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SOCIAL SECURITY AFTER 18 YEARS 


Statement of Representatives Jere Cooper (Democrat, Tennessee), 
John D. Dingell (Democrat, Michigan), and Wilbur D. Mills 
(Democrat, Arkansas), Members of the Subcommittee on Social 
Security of the Committee on Ways and Means 


H®&ARINGS AND SrTupDY 


We deeply regret that we feel compelled to issue this statement 
criticizing the manner in which the Social Security Subcommittee 
hearings were conducted. In our opinion, the hearings were not 
conducted on a sound basis and the taxpayers’ money has been 
wasted and much valuable time has been lost. 

We presume that the staff report of the subcommittee which is 
being issued today will contain alleged findings of fact based on the 
hearings. However, we have neither seen, nor were we consulted on, 
any part of the staff report. This is the first time in our memory 
that any such procedure has been followed in any subcommittee of 
the committee or in the full committee. 

We fully supported the establishment of the subcommittee and 
voted for the appropriation of $100,000 for it to employ a staff to 
carry on its study, investigation, and the hearings. 

The motion in the Committee on Ways and Means establishing 
the subcommittee stated that its purpose was “to conduct thorough 
studies and investigations of all matters pertaining to our social 
security laws.’’ The motion further provided: 

Such studies and investigations shall include (but shall not be limited to) the 
basic concepts and principles of the old-age and survivors insurance and old-age 
assistance programs, costs, taxes, benefits, commitments, retirement tests, 
reserves, coverage, administration, inequities, inadequaci ies, fiscal soundness, and 
suggested amendments, changes and improvements. * * 

We would like to make it known that we were not consulted nor 
did we have any part in determining the agenda of the subcommittee, 
the selection of witnesses, or the course of the hearings. 


HEARINGS WERE NOT WELL ROUNDED 


Several conclusions can be drawn from a careful study of the 
ee hearings by anyone who cares to examine them. 

Not a single independent social security expert from any of the 
aie or universities was called to testify on any of the aspects 
of the social security program studied by the subcommittee or to 
contribute any factual information on the program. 

2. Not a single member of the Advisory C ouncils on Social Security 
in 1935, 1938, or 1948 was called to testify to give factual information 
on the reasons for the proposals incorporated into the law which were 
under attack. 
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3. Not a single representative of labor, business, or the general 
public was invited to give factual information bearing on needed 
improveme nts in the law or on any of the provisions of the law under 
attack. The only recognized expert in the field of social security 
who was asked to appear was denied permission to give his sugges- 
tions and recommendations for needed improvements in the system. 

The hearings contain no information bearing on the adequacy 
of insurance benefits or whether or not there is a need for increased 
benefits for the millions of persons now drawing them. 

The hearings contain no information bearing on the need for 
insurance benefits of persons who become disabled prior to retirement 
age. 

Although representatives of the Public Affairs Research Council 
of Louisiana were invited to testify on the public assistance programs 
in Louisiana, no invitation was extended to the State officials of 
Louisiana to testify on the subject or rebut the testimony given by 
this private organization. 

These are just a few of what we consider the serious limitations of 
the “factual” hearings and study undertaken by the subcommittee 
staff. We believe that even a superficial analysis of the printed testi- 
mony will indicate that it is not a balanced and complete record of 
the “‘basic concepts and principles” of our social security system or 
of information needed to improve the social security program. We 
urge those who read or utilize the hearings to exercise caution and 
discretion in assuming the hearings are a complete and balanced 
“ans alysis of the social security system,” as the title indicates. We 
also caution persons studying the hearings that they by no means 
reflect our attitude on the system, nor, in our belief, that of a majority 
of the members of the Committee on Ways and Means. 

The incomplete and one-sided nature of the testimony obtained 
from witnesses carefully selected by the subcommittee staff is demon- 
strated by the following episode. 

Mr. Philip Vogt, administrator of the Douglas County Welfare 
Board of Nebraska, testified before the subcommittee on November 
20, 1953 (pp. 602-636). On the morning that Mr. Vogt testified, 
press release was issued in the name of the subcommittee. The press 
release was captioned “Omaha Public Welfare Official Hits Federal 
Controls; Calls Public Assistance Operations a Monstrosity.’’ The 
aa release contained the following statement: 

‘The Nebraska Legislature has voted to discontinue our medical care program 
at the and of this vear,’?’ Mr. Vogt told members of the Curtis subcommittee. 
‘After 5 vears’ experience in trying to fit Washington (Federal) requirements to 
conditions in Nebraska, the State legislature threw up its hands and decided 
to leave medical care entirely to county officials,’ he said. 

The press release also stated ‘that Nebraska’s medical care program 
would have worked” except for what Mr. Vogt termed ‘Federal 
meddling.” 

Mr. Vogt did not speak for the State agency administering the 
program in Nebraska. Nor was an attempt made in any further 
hearings to obtain all the facts by asking the State agency to testify 
before the subcommittee or by giving the State agency an oppor- 
tunity to refute the charges. 

We are advised that the State officials in Nebraska have repudiated 
Mr. Vogt’s testimony and that they have stated that the problem 
involved in the medical care program in Nebraska was merely a 








| 
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question between the State and the counties, not between the Federal 
and State Governments. According to the State officials, Mr. Vogt 
was “reading into the legislation something which was not there, 
because of his personal bias.” 

If there was a desire on the part of the subcommittee staff to get 
at all the facts in this case, the record does not show it. We believe 
that the State agency should have been given an opportunity to 
examine Mr. Vogt’s testimony and rebut his charges and interpreta- 
tions. The way in which this episode was handled casts considerable 
light on the manner in which the entire hearings were planned and 
conducted. 

Mr. Vogt’s preplanned role in the hearings differed sharply with 
the way in which Dr. Arthur J. Altmeyer, the former Commissioner 
for Social Security, was handled. Dr. Altmeyer was not even advised 
of the subjects on which he was to testify. 

We will let the printed record of Dr. Altmeyer’s testimony speak 
for itself, and we invite the interested public to read it (pp. 879-1013). 
It will show that Dr. Altmeyer, a recognized and outstanding expert 
on social security, was not permitted to testify in such a way as to 
give all the facts on the social security program which he could have 
given the subcommittee. 

The Vogt and Altmeyer incidents were only two of a number of 
incidents which indicated that the subcommittee staff was desirous 
of bringing before the committee carefully selected witnesses to 
criticize the program but not to afford an opportunity to anyone to 
give favorable and constructive testimony. 


PRESS RELEASE OF STAFF MEMORANDUM ON SOME MAJOR FINDINGS 


We were never consulted about the staff memorandum on Some 
Major Findings dated December 23, 1953, which was issued for release 
on December 27, 1953, nor was it shown to us prior to its release. 
If it had been, we would have opposed its release because it was a 
confusing, negative, misleading, and incomplete report. It contained 
no constructive findings. It omitted reference to the many positive 
and valuable aspects of the social security program. It failed to 
review the important contribution which the State assistance programs 
have made to the welfare of the country. As far as we can see, 1t was 
issued solely for the purpose of getting publicity and without regard 
for the views of the members of the subcommittee, certainly the 
minority members. It appears that the staff of the subcommittee 
were more interested in newspaper publicity than in gaining the advice 
of the entire subcommittee as to means for improving the social se- 
curity program. 

BIAS OF STAFF DIRECTOR 


When the employment of the staff director of the Social Security 
Subcommittee was being discussed by the committee, we expressed 
our concern about the fact that he was coauthor of a book which is 
very critical of the basic principles of the present social security in- 
surance system. We were assured that the staff director contributed 
to this book only as a researcher who was asked to help carry out a 
particular assignment. Since he was primarily a researcher, we were 
told that this would be his function as staff director, and that he would 
be objective and fair in his work for the subcommittee. His employ- 
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ment was urged upon the committee on the basis of his being a com- 
petent and impartial researcher. We regret that we must state that 
our concern, as things have developed, has proved to have been 
well-founded, 

Many of the charges made about the present social security system 
during the course of the hearings were taken from the book of which 
the staff director is the coauthor. This book is entitled “‘The Cost 
and Financing of Social Security,” and was issued by the Brookings 
Institution in 1950. If anyone should care to verify our statement by 
checking this book, they will find that it is true. 

A review of this book in the Washington Post, April 23, 1950, 
contains the following summary and evaluation, with which we agree: 

In summary, they (the authors) (a) deplore the growing costs, (b) contend that 
the present ‘trust fund”’ for financing old-age and survivors insurance is a fiction, 


serving only to confuse, and (c) object that the svstem is not “insurance” in any 


real sense 
"7 a * 

As for the two criticisms of the financing of old-age and survivors insurance, 
they were disposed of by eminent authorities repeatedly within the past decade. 
Old-age and survivors insurance is insurance in the sense that it constitutes an 
orderly provision in advance for a future contingency. Certainly it differs from 
private insurance; Congress learned in 1939 that it is folly to pattern this social 
insurance strictly along the forms of private insurance. 

Congress has studied, too, the criticisms of the old-age reserve. It consulted 
with an advisory council of leading citizens in 1939, and concluded then that the 
reserve did not, as these authors contend, encourage wasteful spending or dissipate 
the funds contributed by those who would subsequently expect security. In 1947 
the reserve was again reviewed and approved by a second advisory council. 

In the hands of these authors, the problem of subsistence for an increasing 
number of aged, orphaned, widowed, unemployed, and sick becomes an abstract 
matter of taxes, cost, prices, and profits. Whether Americans—flesh and blood 
men and women—want something better than relief when they are old, unem- 
ployed, or sick is not considered. 

Whether Americans want to contribute (as Sir William Beveridge contended 
the Britons do) toward the cost of their own security through direct taxes would, 
to these writers, seem wholly irrelevant. Such evidence as there is that the 
American people generally approve of existing social security arrangements and 
want them expanded and improved, is not found here. 


TIME AND MONEY WASTED 


We are the first to admit that our present social security system is 
not perfect, and that improvements are needed. We shall support 
amendments to the law to improve the system. However, we do be- 
lieve that the basic principles of our present system are sound and 
that it is well accepted throughout the country. It was our thought 
when the subcommittee was established, and it is still our opinion when 
we read the motion establishing the subcommittee, that the whole 
purpose of the subcommittee was to study the operation of our present 
system and its shortcomings toward the end that practical improve- 
ments could be recommended for consideration and adoption in this 
session of Congress. 

We believe that any fair reading of the hearings, and we presume 
of the staff report, will indicate that there was a concentration on the 
atypical case as illustrative of so-called inequities and inadequacies 
and on petty points and issues to the almost complete exclusion of any 
constructive efforts to develop testimony or secure information looking 
toward possible improvements in the system in which most people 
are interested, such as an extension of coverage, increase in benefits, 
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a more realistic and liberalized retirement test, waiver of premium 
for insured persons who become disabled, and so on. About all we 
can say for the hearings is that they are a rather complete documenta- 
tion of so-called inequities and inadequacies, discriminations, criti- 
cisms, and other information and material, based in many instances 
on exceptional, unusual, and hypothetical cases, in an attempt to 
indict the principles of our present system, which we believe have 
caused nothing but confusion and tended to destroy confidence in it. 

A considerable amount of time was spent developing testimony on 
so-called discriminations and shortcomings in present law, without 
any effort being made to bring out the reasons why the Congress 
enacted many of these provisions in the law. For instance, much 
was made of the fact that for the same amount of contributions dif- 
ferent beneficiaries under the system stand to receive varying amounts 
of benefits and of the fact that with a minimum amount of coverage, 
some beneficiaries can and do get benefits equal to the benefits of long- 
time workers under the system. 

We all know that Congress has purposefully provided that persons 
who are aged when coverage is extended to them for the first time 
will not have to meet the same eligibility requirements as younger 
workers. At the same time, provision has been made for these per- 
sons to receive benefits comparable to persons who retire after having 
a longer time in the system. As recently as 1950, the new-start pro- 
vision contained in the Social Security Act amendments of that 
year reaffirmed these principles. 

The Senate report, in explaining the new-start provision, had this 
to say: 

In order to qualify for old-age and survivors insurance benefits under present 
law, an individual must have either (a) quarters of coverage at least equal to 
one-half of the number of quarters elapsing since 1936 and before age 65 or death, 
or (b) 40 quarters of coverage. 

The great majority of younger workers now in covered employment will be 
able to meet these requirements and thus will have retirement protection when 
they need it. However, that is not the case for many middle and higher age 
groups. Eligibility requirements for the older workers as difficult to meet as 
those of the present program (27 quarters of coverage will be required under 
present provisions for those attaining age 65 in July 1950) mean an unwarranted 
postponement of the effectiveness of the insurance method in furnishing income 
for the aged. In a contributory social-insurance system, as in a private pension 
plan, workers already old when the program is started should have their past 
service taken into account. The unavailability of records of past service prevents 
giving actual credits under old-age and survivors insurance for employment and 
wages before the coverage becomes effective, but eligibility requirements and 
the benefit formula can and should take prior service into account presumptively 
In getting the system started, it is important to make due allowance for those 
who, because of age, will probably continue at work for only a short period. 

This is typical of many instances in the hearings where it seems to 
us there was inadequate attention given to congressional intent and the 
legislative history of the program. We could point up many other 
such instances where the hearings are inadequate. 

From the very beginning of the system, the Congress has also in- 
tentionally provided for the payment of larger proportionate benefits 
to low-wage earners than high-wage earners, when compared to their 
respective contributions. 

These principles about which a considerable amount of critical 
testimony was introduced are the distinguishing features of a social 
security insurance system. 
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Practically all of the hearings was devoted to developing a long- 
drawn-out record, by questions carefully prepared in advance, con- 
cerning information and material which was either already available 
or easily ascertainable. If the same amount of time, energy, and 
money had been spent on other more productive issues, the end result 
might have been improvements in the social security program for the 
6 million beneficiaries now drawing insurance benefits and those who 
will draw them in the future. 

Hours were devoted to semantics, relating to such things as the 
words “insurance” and “rights,’’ and whether or not rights under the 
social security insurance system are understood to be contractual 
rights, vested rights, or statutory rights. It seems to us that this 
sort of time-consuming detail produced no new or helpful information, 
and certainly contributed little, if anything, to the record which could 
be used as a basis for recommending improvements. We believe 
that, by and large, the principal provisions of our social security 
insurance system are well understood by the public generally, and what 
the public wants and expects is the improvement of these provisions, 
not semantics. 

Not only were we surprised at the elementary and incomplete nature 
of much of the information which the hearings developed, but we were 
also somewhat concerned because it was our impression that much of 
the information being included in the hearings was for the purpose of 
advancing preconceived ideas, proposals, and conclusions. 

We are particularly distressed because in our opinion, despite the 
time and money spent, the subcommittee’s staff study and hearings 
will be of little use to the full committee in its consideration of practical 
revisions of the social security laws in the present session of Congress. 
Our committee and the Senate Committee on Finance are already 
faced with unusually heavy legislative schedules on other subjects in 
our jurisdiction, and time will be very short within which either com- 
mittee can hold hearings and give due deliberation to constructive 
improvements in the social security laws. Thus, the waste of time and 
money by the subcommittee staff may have actually retarded the 
improvement of our social security system, rather than advanced it, 
since the very purpose in establishing the subcommittee and staff, 
well over a year ago, was to gather information and material which 
would be helpful to the full committee when it came to consider social 
security revision. We regret that such an excellent opportunity was 
lost to help the full committee in its work. 

We would like to comment further on a few of the points raised 
during the hearings with the hope of clearing up some of the confusion 
which the hearings have created. 


Ture INsuRANCE ELEMENT 


Several hours of tume and many pages of repetitious testimony were 
devoted to the definition and understanding of “insurance” in our 
social security insurance system. 

Dr. Arthur J. Altmeyer, who was the Commissioner of the Social 
Security Administration from the inception of the system until about 
a year ago, aptly described this phase of the hearings when he stated, 
on page 899 of the hearings: 


Mr. Chairman, I want to make it clear, either you accept my statement, which 
I am prepared to stand on, that this is a contributory social-insurance system, 
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and forego this meticulous, long-drawn-out, dreary quotation of speeches and 
statements made over the years, or you incorporate all of the material from which 


you quote. I| have no objection to either one. I would prefer the first because 


I think it saves time, n ioney, and reduces the hearings to a ninimum, so that the 


full committee may have some chance to determine what was done by the 
subcommittee. 


We are not too certain as to what it was hoped would be accom- 
plished by questioning on this point, since the plat in of the subcommittee 
counsel seemed to be to com pour id confusion where it may exist with 
no effort being made to clarify i 

One big issue seemed to be Hs ther or not—and apparently the law 
to the contrary notwithstanding—some people believe there is an 
insurance ‘‘contract” involved. It has been self-evident to us since 
the social security system was established in 1935 that there is no 
insurance contract involved. The provisions and benefits of the 
system have been extended and improved by the Congress over the 
vears since that time. The very fact that these extensions and 
improvements have been made would seem to be evidence to anyone 
interested that the benefits established under the system are a matter 
of statutory right. In any event, if anyone had any serious doubts as 
to whether or not the rights under the social security insurance 
system are statutory rights or contractual rights, a minimum amount 
of legal research or consultation with appropriate officials or inde- 
pendent social security experts would have established that the rights 
are statutory. 

The next step in the predetermined testimony was an attempt to 
prove that there is no element of insurance whatever in the present 
social security system. This was done primarily by introducing 
testimony to the effect that social security insurance and private 
insurance differ in varying respects, and by trying to apply the 
definition of private insurance to social insurance. 

We would like to state that our social security insurance system, 
like all other insurance systems, is a means of pooling risks. The risks 
which the system is designed to insure workers against is the risk of 
loss of earning power due to age or the loss of earnings to a family in 
the event of the death of the breadwinner. 

Just as in other insurance, contributions are made by potential 
beneficiaries under the system regularly and beforehand. The kind 
and amounts of benefits are predetermined by being set out in the law, 
along with eligibility requirements and contingencies upon which the 
benefits are payable. There is a definite overall relation between 
contributions and benefits. These features of our social security 
insurance system are comparable to the features of private insurance— 
particularly private group insurance which has been so widely sold by 
private insurance companies in recent years and which is so popular 
with employers and employees alike. 

The objectives of social insurance and private insurance are different 
in some respects. Social insurance is limited to certain fields and 
risks, and is intended to provide a minimum standard desirable in the 
interest of society as a whole. Private insurance, on the other hand, 
seeks to make available to all people the maximum benefits which each 
individual may aspire to for himself or his family. The Congress 
intended that social security insurance benefits should be a base upon 
which private insurance can be built. This feature of encouraging 
initiative, thrift, self-reliance, and added protection on the part of 
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workers has been an acknowledged boon to the insurance industry and 
to private enterprise. 

Considerable testimony was introduced during the hearings attempt- 
ing to show a lack of correlation between contributions and benefits 
under our social security system. The Congress never intended that 
there should be the same relationship between contributions and bene- 
fits for all individuals. However, the Congress did intend to provide 
a basic floor of protection to workers and their families. This, of 
necessity, means that a worker with a family is eligible for larger 
potential benefits than a worker without a family. The system was 
also rears established so that larger benefits are paid to low- 
average-wage workers in accordance to contributions than to high- 


average-wage workers. In other words, as in any sound social insur- 
ance system, our system combines individual equity and social ade- 
quacy. Another way in which this combination is manifested in our 


system is the payment of benefits to persons retiring in the earlier 
years of the system W hich are greater in proportion to the contributions 
which they make than to workers who retire later on after the system 
has been in operation for some time. This same principle is well recog- 
nized in private pension plans, and in other svstems established by the 
Federal Government, such as the civil service and railroad retirement 
systems. 

A system of social insurance patterned strictly after private insur- 
ance could meet the problems which our social security Insurance sys- 
tem is designed to meet in only a limited way. 

Many people became concerned from the newspaper accounts during 
the hearings because much comme rt was made to the effect that the 
Congress can take away benefits which now exist under our social 
security insurance svstem. These comments were made after the obvi- 
ous fact was ‘‘established”’ that there is no insurance contract involved. 

Section 1104 of the social security laws which reserves to the Con- 
gress the right to alter, amend, or repeal any provisions of the Social 
Security Act was read into the record. This seemed to be a new dis- 
covery. The Congress intentionally wrote this provision into the law 
in 1935 on the recommendation of the Committee on Ways and Means 
so that Congress could make amendments as the need for them devel- 
oped, and it has made many important changes and improvements. 

If the voluminous and costly testimony on types of rights was in- 
tended to indicate that there are better ways of establishing insurance 
rights under our system, we failed to discover any help from it. Obvi- 
ously, it would be impractical, if not impossible, to establish a system 
of contractual benefits. 

The payment of social security insurance benefits is made as a matter 
of statutory right. It is inconceivable to us that our democratic Gov- 
ernment would repudiate such obligations to its citizens, and to infer 
such a happening is a reflection on the integrity and honesty of our 
Government. 

The statement of Dr. Altmeyer on page 919 of the hearings reflects 
our views on the subject of rights under the system, wherein he said: 


The point I wish to make, Mr. Chairman, is that a statutory right which is 
enforceable by law is the important element in this insurance system, this old-age 
and survivors insurance system, and under the State unemployment insurance 
laws, and under workmen’s compensation, and under other types of social insur- 
ance. Now, the question of whether it is a contractual right or a noncontractual 
right is immaterial and unimportant, so long as it is statutory right, enforceable 
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by law, and not subject to the whim or caprice of any * * political adminis- 
trative agency. 

The important thing is that social security benefits are paid as a 
matter of right under a system that is not only well accepted through- 
out the country, but which has been overwhelmingly endorsed and 
improved by the Congress time and again. . 

We note that despite the attacks on the insurance principle, the 
chairman of the subcommittee did not propose repealing the term 


“insurance” in the bill (H. R. 6863) which he introduced. 


WINDFALL BENEFITS 


Considerable time was spent during the hearings pointing out the 
well-known facts that it is possible for low-paid workers, workers who 
are aged when they are first brought into the system, and workers 
with survivors to receive substantial benefits with a relatively small 
amount in contributions having been made to the system on their part 

These principles are a distinguishing mark of any sound social 
insurance system. They were written into our law when the provi- 
sions were first adopted by Congress, and they have been repeatedly 
endorsed by both the Committee on Ways and Means and the Com- 
mittee on Finance, and the Congress, as well as being endorsed by 
both advisory councils to the Senate Committee on Finance. 

The report of the Committee on Economic Security to the President 
in 1935, which committee recommended the establishment of the social 
security system, had this to say in regard to their recommendation 
for the establishment of a contributory social insurance system: 

Workers now middle-aged or older will receive annuities which are substantially 
larger than could be purchased by their own and the matching contributions 
(of employers) * * *. [Parenthetieal expression inserted.] 

In his January 16, 1939, message to the Congress urging a revision 
of the social security laws, President Roosevelt stated: 

Even without amendments, the old-age insurance benefits payable in the early 
years are very liberal in comparison with the taxes paid. 

The Advisory Council on Social Security to the Senate Committee 
on Finance in 1939 had this to say on the subject: 

The policy of paying higher benefits to persons retiring in the early years of this 
system than are equivalent of the contributions is already established in the act 
Such a policy is not only sound social insurance practice, but has long been recog- 
nized as necessary in private pension programs. Only through the payment of 
reasonable benefits can older workers be retired. It is believed that that reasoning 
which led to the application of the principle in the law in 1935 inevitably leads to 
that further application of the principle in the light of the experience now available. 

Mr. M. Albert Linton, chairman of the board of the Provident 
Mutual Life Insurance Co., and a member of the 1938 and 1948 
Advisory Councils on Social Security, has said, in reference to this 
subject: 

Hence, under any true social insurance plan, as under any satisfactory private 


pension plan, workers advanced in years when the plan is set up will receive 
pensions which are tremendous ‘‘bargains.”’ 
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THE CurRRENT AGED IN THE UNITED STATES 


Much was made in the hearings of the point that of the current 
aged—that is, persons 65 years of age and over—6 out of 10 are not 
receiving old-age and survivors insurance benefits. While this is 
true, we believe that these statistics on the aged give only a partial 
and misleading story. The actual fact is that 6 out of 10 retired 
persons are drawing Government retirement benefits in the United 
States or are the wives of such beneficiaries. This is quite a different 
picture from the one _— by the staff. 

Of the total number of 13.5 million aged persons in the country, as 
of June 1953, it we mae that there were 3.1 million still working, 
and that they have 1 million aged wives who are dependent upon them. 
This leaves 9.4 million aged persons who are neither working nor are 


) 


the aged wives of workers. Of this number, 4.3 million aged persons 
were drawing old-age and survivors insurance benefits and 1.3 million 
aged persons were drawing railroad retirement benefits, benefits under 
the civil service retirement system, benefits as veterans, benefits under 
State and local government retirement systems, or were the aged 
wives of male beneficiaries under programs other than old-age and 
survivors insurance and railroad retirement. Thus, about 5.6 million 
persons were drawing insurance benefits out of the 9.4 million retired 
persons. These facts give a truer picture as to the benefit status of 


the aged. 


Oup-Acr AND Survivors INSURANCE BeNEFItT PAYMENTS TO 
Persons RestpInc ABROAD 


The hearings indicated that total benefit payments to persons 
residing abroad are larger than total benefit payments in any one of 
several States. This aspect of the hearings was played up out of all 
proportion to its importance. Certain additional information is 
necessary here to get the full picture and we hope that it is contained 
in the staff report. We brought out some of the additional informa- 
tion in the hearings. 

For instanee, xs of December 31, 1952, there were around 5}: 
million total beneficiaries on the old-age and survivors insurance 
benefit rolls. Of this total, approximately 25,000 beneficiaries were 
residing abroad, er in other words, one-half of 1 percent of the total 
beneficiaries resided abroad. 

It was implied that the Congress and the members of the Com- 
mittee on Ways and Means and the Senate Committee on Finance 
did not realize that payments are being made to persons abroad. 
Anyone who is familiar with the provisions of the law knew that such 
payments are being made and that the Congress has considered this 
subject. In 1939, a Senate amendment specifically on this point, 
which would have prohibited payments to persons residing abroad, 
was proposed on the Senate floor. This amendment did not become 
law, although it was taken to conference, and rejected by the conferees. 

On numerous other occasions, consideration has been given to the 
coverage of persons working outside the United States and, as a 
corollary to this, the fact has arisen that under the law payments are 
made to persons who reside outside the United States. For instance, 
there is a provision in existing law which excludes “services performed 
by foreign agricultural workers under contracts entered into in 
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accordance with title V of the Agricultural Act of 1949, as amended.’ 
This provision applies specific ally to Mexican workers, and its intent 
is to exempt these workers from the definition of employment for 
social security tax purposes and, of course, this means that such 
workers would not be entitled to social see urity insurance benefits. 

The 1950 amendments to the Social Security Act contained a 
provision which includes within the definition of “employment”’ 
services performed ‘outside the United States by a citizen of the 
United States as an employee for an American employer.” Again 
Congress recognized the fact that payments were made to persons 
who reside outside the United States, because under this provision 
citizens of other countries were precluded from benefits unless they 
work in the United States. 

Under the old-age and survivors insurance system, contributions 
and wage credits are based on wages earned in covered “employment”’ 
as defined in the law. Since persons eligible for insurance benefit 
payments are entitled to them as a matter of statutory rights, they 
are now made regardless of the recipient’s place of residence, prov ided 
he is not in an Iron Curtain country, in which case benefits are ac- 
cumulated pending the beneficiary’s leaving such a country. 

Without taking a position on whether or not some changes should 
be made as to insurance benefit payments to persons residing outside 
of the United States, we would like to point out that there would 
appear to be certain complex problems involved which should be 
evaluated if consideration is given to this subject. 

Some of the beneficiaries residing abroad are United States citizens. 
If persons residing abroad should now be denied benefit payments, 
there would be a problem of whether to refund contributions which 
they have made to the trust fund. If refunds were provided, it would 
mean that such persons would have an advantage which citizens in 
this country would not have, in that persons not eligible for benefits 
here are not entitled to a refund of their contributions. Also, if, 
as a corollary to barring payments, noncitizens or citizens who may 
eventually go abroad upon retirement are exempted from the social 
security taxes, their take-home pay would be increased to that extent, 
and this would lead to a discrimination as against citizens in this 
country who plan to stay here. 

It is also possible that the barring of payments to persons residing 
abroad, particularly if noncitizens are singled out, would be in conflict 
with certain policies of our State Department in our foreign relations, 
and this would undoubtedly play into the hands of the Communists 
in their propaganda. This is a matter which should be carefully 
considered. We believe the views of the Secretary of State should be 
obtained on it before any action is taken. 

If thought is given to the barring of payments to persons residing 
abroad, there would be the problem of what to do in the case of U nited 
States citizens who leave this country temporarily, either for a short 
or prolonged period of time, and their insurance benefit payments 
while they are abroad. 

If it is felt that payments should be barred to persons residing 
abroad, it would seem to be quite diffic ‘ult administratively to deter- 
mine, when a person is working in this country, if he is a noncitizen, 
whether or not he plans to return to his home country, or go to some 
other country. Also, there would be the problem of citizens of the 
United States who may eventually want to return to their homeland, 
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or the homeland of their parents, or reside in some other foreign 
country. 

In addition, there is the problem involving our treaties of friend- 
ship, commerce, and navigation with other nations. These are recip- 
rocal treaties, and contain numerous provisions, including such things 
as taxes, private investments, social security, and so on. The pro- 
vision relating to social security in such treaties is known as the equal- 
treatment-of-nationals provision. In effect, this provision provides 
that there shall be no discrimination on the part of either country 
against the nationals of the other country insofar as social security is 
concerned while the nationals involved are working in either of the 
respective countries. 

These treaties have been ratified by the Senate, and to do anything 
which would affect their provisions would be a violation of the treaties. 
Since the treaties are reciprocal treaties, involving complex economic 
and property rights, any change on the part of either country would 
possibly lead to retaliatory action on the part of the other country 
involved. 

Oup-Age AssistaANce PROGRAMS 


A considerable part of the time and money spent on the hearings 
was devoted to establishing the “fact” that there are variations in the 
various public assistance programs for the aged in the different States. 

Here again, this is the result of the way in which the Congress 
knowingly wrote the law, after careful consideration of many alter- 
natives. Since 1935, when the social security system was established, 
the Congress has provided for financial assistance to the States in 
carrying on their public assistance programs under matching formulas. 
In order for a State to qualify for these Federal funds, there are cer- 
tain broad and general standards which the public assistance programs 
in the States must meet. The details of administration of the public 
assistance programs are left up to the States, including such things as 
the determination of need and the extent of need in the case of each 
applicant. 

This flexibility in the Federal-State programs is one of the biggest 
advantages of this type of public assistance arrangement. The rights 
of the States are preserved, leaving them free to determine just how 
much financial effort they want to make themselves in financing public 
assistance programs and in manifesting their public policy on such 
things as lien, recovery, and relative responsibility laws. 

This flexibility permits each State to establish public assistance 
programs which suit its economic conditions, the living costs within 
the State, and, as a counterpart of this, the ability and the desire of its 
people to finance public assistance programs. 

We will not spend time commenting upon the voluminous testimony 
which was developed as to the type of right which persons in the vari- 
ous States have, or believe they have, to public assistance payments, 
except to say that obviously, since these moneys are paid out of the 
public treasuries by virtue of legislative enactments, rights to them 
are statutory rights which are conditioned upon the specified eligi- 
bility requirements in each State. The long drawn-out and costly 
hearings to demonstrate these “facts’”’ were a waste of time and money. 
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BLANKETING IN or AGep PERSONS 


We are concerned that there is still being urged in some quarters 
today inadequate, unsound, and ill-advised systems of noncontributory 
pensions for the aged. We believe that the old-age assistance pro- 
grams should adequately provide for needy persons, but we do not 
believe that it is desirable or practicable that arbitrary flat benefits 
should be paid to all aged persons regardless of their need. 

We oppose in particular the proposals to pay all aged persons who 
are not now receiving old-age and survivors insurance benefit pay- 
ments from the old-age and survivors insurance trust fund. During 
the course of the subcommittee hearings, it seemed to us that much 
time and testimony was devoted to paving the way for making such a 
proposal. 

We doubt that the Congress will seriously consider such a drastic 
departure from the principles of our present system. However, there 
are a few comments which we would like to make. 

The fact that all the current aged are not drawing benefits under 
the old-age and survivors insurance system does not indicate a weak- 
ness in the system, but results primarily from the fact that we have 
had limited coverage under the system so far. 

We can see the political appeal of proposing free pensions to non- 
contributors from the old-age and survivors insurance trust fund. 
However, should such a step be taken, it would not be long before 
there would be pressure for all persons to receive flat payments regard- 
less of whether or not they have contributed toward them. This 
would remove all ties of benefits to wages, eliminate the contributory 
principle from our present system, and eventually be disastrous for 
beneficiaries since the Government could not afford to pay more than 
minimum benefits out of general revenues. 

There would be no control over such flat pension payments as we 
now have under our contributory system, where contributions, and 
benefits in turn, are based on wages. Even a limited provision for 
payment of flat benefits to all aged out of the trust fund would be a 
serious drain on the trust fund. 

The interest earnings of the trust fund would be considerably 
reduced by reducing its size. We would like to point out that these 
interest earnings have been considerable. As of December 31, 1952, 
interest earnings had amounted to $2% billion since 1937. 

We believe that aged and needy persons in the future should con- 
tinue to be taken care of from the general revenues of the Treasury 
which consist primarily of collections from our graduated income taxes, 
This is the humanitarian way for all to help the unfortunate, and it 
is not only good social policy but sound public policy. Putting the 
burden on employers and their employees would be switching from 
taxes based on ability to pay to payroll taxes, which are regressive. 

The current proposals to pay all aged persons from the old-age and 
survivors insurance trust fund, who are not now receiving such pay- 
ments, make no exception in the case of persons of independent means 
or who are receiving retirement payments as Federal employees, rail- 
road employees, State and local employees, or as retired persons 
receiving payments from other sources. 

If a low flat payment were provided, there would still be the problem 
of meeting the need of aged persons for the States. If a high minimum 
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payment were to be set, there would be many cases where present 
recipients of old-age assistance would get more than they are now 
receiving based on their need. As of June 1, 1953, 22 States and 
Puerto Rico and the Virgin Islands were making public assistance 
payments which averaged under $45 a month, 4 States were making 
average payments under $30, 10 States were making average pay- 
ments between $30 and $40, 12 States between $40 and $50, 18 States 
between $50 and $60, 6 States between $60 and $70, and 1 State was 
making an average old-age assistance payment of $78.70. Puerto 
Rico was paying an average payment of $7.61, and the Vj irgin Islands, 
$11.02. 


Tue PrIncipLES OF Our PresENT SoctaL Security SysteEM ARE 
SOUND 


The basie principles and framework of our present social security 
system are sound and well accepted. Our system hits the problem 
of destitution and insecurity on two fronts: First, by the old-age and 
survivors insurance program which provides a basic floor of protection 
for present and future insurance beneficiaries, and, second, by the 
public assistance programs which are designed to meet existing need. 


OLD-AGE AND SURVIVORS INSURANCE 


Our old-age and survivors insurance system encourages industry, 
initiative, and thrift in potential beneficiaries by gearing benefits to 
past wages. This promotes savings, the buying of insurance, the 
making of investments, the purchasing of homes, and those many 
other ways of taking care of one’s self and planning for one’s future 
Which is truly the mark of our American way of life. 

The payment of insurance benefits as a matter of right provides 
assurance of income when it is needed while preserving the self- 
respect of the persons under the system. 

Our system recognizes the wide differences in living costs and 
standards of living in various parts of the country by correlating 
insurance benefits with the only definite and objective measure of 
the customary requirements of workers which is available—their 
wages. This is a manifestation of our American philosophy that an 
individual and not a social system should determine his economic 
Status. 

Keeping benefits at a level which provides a reasonable floor of 
protection is all-important. If benefits are too low, they would be 
unacceptable. If they are too high or free, the cost would be danger- 
ous to our economy and to the soundness of the system. 

Our present insurance system has the merit, since it is supported 
by the contributions of both employers and employees, of keeping 
costs at a reasonable level while assuring financial soundness. 

The most fundamental element in our present social security in- 
surance system is the contributory principle. A contributory system 
of social insurance is unquestionably preferable to a noncontributory 
system of pensions. It facilitates the financing of a social insurance 
system. It assures a basic income for the aged as an earned right, 
and avoids paternalistic methods of providing old-age security. 
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Since our contributory system is designed to provide for the loss of 

‘arning power in the case of an aged person, or the loss of earnings in 
the case of the death of the breadwinner in a f: auibe. there is a relation- 
ship to the customary wage standards of workers. On the other aaa, 
a gratuitous pension can, at best, provide only for subsistence and i 
subject to political changes and reductions in periods of budge any 
restrictions and a tightened economy. 

The Advisory Council on Social Security to the Senate Committee 
on Finance, in 1948, wholeheartedly endorsed the contributory prin- 
ciple in our present old-age and survivors insurance system when it 
stated: 

The council favors as the foundation of the s cial-security system the method 
of contributory social insurance with benefits related to prior earnings and 
awarded without a needs test Differential benefits based on a work record 
are a reward for productive effort and are consistent with general economic 
incentives, while the knowledge that benefits will be paid—irrespective of 


whether the individual is in need—supports and stimulates his drive to add his 
personal savings to the basic security he has acquired through the insurance 
system. Under such a social insurance system, the individual earns a right to 
a benefit that is related to his contribution to production This earned right is 


his best guaranty ths at he will receive the benefits promised and that they will not 
be conditioned on his accepting either scrutiny of his personal affairs or restric- 
tions from which others are free. 


OLD-AGE ASSISTANCE 


Assistance for the unfortunate aged has come a long way from the 
days when such persons were removed from familiar surroundings 
and home life and sent to poor houses. Our present old-age assist- 
ance programs reflect a much more humanitarian public conscience. 
They rest upon the preservation of an individual’s dignity and worth, 
and entitlement, on moral grounds, to aid from society as a whole. 

From the beginning, the Congress intended that the old-age 
assistance programs should supple ment the old-age and survivors 
insurance program by meeting existing needs. 

Since insurance coverage was broadened on January 1, 1951, old- 
age assistance has occupied a secondary role to the insurance system. 
Through September 1953, there had been a decrease in the number 
of recipients of old-age assistance payments for 386 consecutive 
months. The Social Security Bulletin for eee 1953, in refer- 
ring to the current aged, states that as of June 1953, 32 aged in every 
100 were receiving old-s age and survivors insurance be ‘nefit payments. 
About 30 in every 100 aged persons were receiving income from 
employment either as earners or as the aged wives of earners. (‘This 
latter figure includes some old-age and survivors insurance bene- 
ficiaries.) In addition, about 19 in every 100 aged persons were 
receiving old-age assistance payments. 

We are very pleased with these statistics, since they show that the 
old-age and survivors insurance program is assuming the role which 
was originally intended for it, and the gap which was intended to be 
filled by the old-age assistance program has been narrowed consider- 
ably and is continuing to be narrowed each month. 

As time goes on, even under the present social-security laws, the 
relative importance of the old-age assistance programs will decrease. 
With an extension of coverage under the old-age and survivors 
insurance program, this decrease in importance will be stepped up. 
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There will always be a need for public assistance to needy persons who 
are chronically disabled or who are invalids, but with extended cover- 
age under the old-age and survivors insurance program, these pro- 
grams will be relatively small. 

We believe that the proper approach to the problem of the aged is 
to extend and improve the old-age and survivors insurance provision 
of the social-security laws, while at the same time providing ade- 
quately for the needy aged, 
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